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had also been malpractice—the allotment of Stock to friends
of the Directors or to influential politicians, the issue of
fictitious Stock, and the cancellation of Stock to conceal
hasty selling. The Company had distributed £1,259,325
in bribes to the Government. Further, the issue of the
Money Subscriptions at high premiums might fairly have
been interpreted as a guarantee by the Company of the
soundness of its shares; and the Directors had not hesitated
to go to unjustifiable lengths to maintain public confidence.
Thus immediately after the issue of the First Money Sub-
scription they declared a dividend of 10 per cent., while
in an attempt to stave off the slump in August, they promised
a dividend of 30 per cent, at Christmas and a dividend of
50 per cent, for at least the twelve subsequent years. They
had traded excessively on the speculation fever of the
public, for since the Company's trade was small and not
likely to increase greatly, with a capital of £38,000,000 it
could not hope to remain long in a sound position. The
sole hope of the Directors lay in the utilisation of public
confidence to issue Stock at a high premium and so to
make large profits. The danger from the over-capitalisation
of the Company had from the start been apparent; it was
said the Company would " fill the House of Commons arid
rule this little world/' and that it would be so powerful as
" in time to subvert our excellent constitution/'
The feature of the scheme which causes most surprise is
perhaps the way in which the Company itself encouraged
speculation. In the eighteenth century, when a company
issued new Stock, even at a very high premium, only a very
small proportion, often less than i per cent., of the capital
was actually called up. When the First Subscription List
of the South Sea Company was opened, only 20 per cent,
had to be subscribed at the time, the rest being called up in
10 per cent, instalments at intervals of two months. Thus
a relatively small amount of cash could control Stock of very
high nominal value, and a great stimulus was given to the
sale and re-sale of Stock. In the week ending August 22,
when Stock prices were still almost at their zenith, there
were no less than 36,000 separate transfers registered by the

